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the cost of number portability should be borne by each carrier and will not, therefore, affect

significantly any carrier's ability to compete with other carriers for customers in the

marketplace. 1
B The FCC concluded that pricing nU!i'lber portability on a cost-causative

basis could defeat the purpose for which it was mandated.19 Moreover, requiring each LEe

to bear its own costs·for RCF should provide an incentive to the ILEes to implement long-

term number portability.

XIV. BILLING SYSTEMS AND FORMATS

The parties disagree as to whether CABS-formatted billing should be used for both

resold services and unbundled elements. Bel/South desires to use its CRIS format for

some billing. Mel, however, claims that because CRIS formatted bills vary from state to

state and from LEe to LEC. it would have to develop multiple operational systems to deal

with them. Mel also says translation from CRIS to CABS is technically feasible.

The Commission agrees it is efficient, technically feasible, and appropriate for

BellSouth to provide CABS billing for both resold services and unbundled elements. The

necessary modifications shall be made by 8ellSouth as soon as possible.

XV. PERFeRMANCE STANDARDS. QUALITY
ASSURANCE AND QUALITY CERTIFICATION

The Commission finds that, as BellSouth is required to provide the same quality of

service to Mel as it provides to itself, and since BellSouth has agreed to do so. there does

not appear to be any reason to assume that BellSouth will not in good faith comply with this

'9

See, generally, Telephone Number PortabilitY. First Report and Order and Further
Notice of Proposed Rule-Making, CC Docket No. 95-116 (July 27, 1996).
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requin:!rnent. CI:>.~lseqLlently, specific certific:::aticln, assurance, and performance

requin3rnents are IJnnece!ssary. Should prot11EH'1S atise regarding the quality of service

provided, MIC I may ()f course bring the matter tCI the C,ommission's attention.

IT IS THEREFORI: ORDERED thclt:

1. Tne parties .shall complete their agre,emEmt in accordance with the principles

and limitatic>ns delsc:ribedl herein and shall submii:t th,eir final agreement for Commission

review within 60 clays of the date of this Order.

2. The cost studies required to complete the Commission's investigation into

appropriate pricing as discussed herein shall be filed by BellSouth within 60 days of the

date of this Order,

Done at Frankfort, Kentucky, this 20th day of December. 1996.

By the Commission

ATTEST:

~'" '1~
Executive Director
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$1.80
Study Required

$18.20
$58.40

.525.48
$58.40
$29.12
$58.40
$18.20
$58.40
$25.48
$58.40 ,

, S60.06 I
j($775.00 1sU335.00 add'l)

!

BELLSOUTH • MCI m LOCAL INTERCONNECT1QN.ANll.NEIWORK ELEMENT PRl.C.ES

COMMISSION~
. NETWORK LOCAL INTERCONNECTION/ELEM ENi~ , ~D~ec:;;.;.is:::.:i~on::.:.-_

IUnbundled Loops·

I
2·'Mrf: A.1alog Voice Grade loop. Per Mo~th

Nonrecurring
, 4·Wire Analog Voice Grade Loop. Per Mor.th
I •

Nor.recumng
2-VVire ISDN Digital Grade Loop, Per Month

Nonrecurring
2·Wire AOSLlfiDSlloop. Per Month

Nonrecurring
4-wire HDSl Loop. Per Month

Nonrecurring
4-Wire OS1 Digital Grade Loop, Per Month

Nonrecuning

Unbundled Exchange Access IOC
o - 8 Miles. Fixed Per Month

Per Mile, Per Month
9 - 25 Miles, Fixed Per Month

Per Mile. Per Month
Over 25 Miles, Fixed Per Month

Per Mile. Per Month
Nonrecurring .r

$16.14
$0.0301
$17.18
$0.On6
518.41

SO.0831
StUdy Required

Unbundled Local SWitchlng- ­
Unbundled Exchange Porta

2-wire Analog, Per Month
Nonrecurring

4-wire Analog (Coin), Per Month
Nonrecuning

4-wire ISDN OS1, Per Month
Nonrecurring

2-Wire ISDN Digital. Per Month
Nonrecurring

2-Wire Analog Hunting. per line· Per Month
Nonrecurring

$2.61
$50.00 1st/18.00 add'i

$3.04
$50.00 1st/18.00 aod'!

S215.48
$230.00 1st/200.00 add'l

$12.33
$150.00 1111120.00 add'i

$0.29
53.00

-Nonreeymnl; rates for unbundled loops have been adjusted downward during
ne otiations and are not tariffed rates.



aELLSQUTH - MCI m LOCAL INTERCONNECTION ANP NETWOBK ELEMENT PRICES

NETWORK LOCAL INTERCONNECTION/ELEMENT
Unbundled Local Usage (Restructured Switching)

End Office Switching
PerMOU

Tandem Switching
PerMOU

Common Transport
Per MileJMOU

Common Transpon
FacilitIes Termination Per Month

Local Interconnection (NOTE 1]
End Office Switching Per MOU
Tandem SWitching Per MOU
Common Transport Per MilefMOU

I
i Common Transport - Facility Termination Per MOU I

Intermediary Tandem Per MOU· \
r-t0TE1 : Local IntercoMection is defined as the transport and termination of ,oca~l

traffic between facility based carrters.

I I
I .The tandem Intermediary charge applied only to intermediary traffic and is "

applied in addition to applicable local interconnection charges.

I

I
·Dedicated Tr.msport • DS1

Per Mile Per Month

\
Facility Termination Per Month
Nonrecurring

I

I
,Channelization System - For Unbundled Loops

Unbundled Loop System (DS1to VG) per sysIper me.
Nonrecurring

Central Office Intelface Per Circuit, Per Month
Nonrecumng

I
CCS7 Signaling Transport Service

Signaling Connection link. Per Month
I Nonrecurring
I Signaling Termination (Port), Per Monthi Signaling Usage, PI< 56l<bps Facily, Per Month

1800 Access Ten Digit Sc....ning Service
; 800IPOTS Number Delivery, Per Query
, BOO/POTS Number Delivery with
I Optional complex Features. Per Query

Une Information Database Access Service
Common Transport. Per Query
Validation, Per Query
Nonrecurring - Estabtishment or Change

,

COMMISSION ]
Decision

$0.002562

SO.001174

50.000624

$0.00036

50.0021
$0.0030
50.0009
SO.0009
50.00200

$23.00
$87.00
$100.49

$429.33
5525.00

$1.26

58.00

513.86
$510.00
$22.70
$395.00

$0.0010

$0.0011

50.00006
$0.00936

Study Reguired
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BELLSOUIH - MCI m LOCAL INTERCONNECTION ANp NEDYORK ELEMENT PRIkES

I NETWORK LOCAL INTERCONNECTION1ELE.~ENT
,Operator Services .

"

operator Call Processing Access Service
Operator Provided, Per Minute

Using SST LIDS
Using Foreign.L1De

Fully Automated, Per Attempt
1 Using eST L1DB
i Using Foreign LIDS

Iinward Operator Services Access Service
I Verification, Per CallI Emergency Interrupt. Per Call
Directory Assistance Access Service Calls

Per Call

,Directory Assistance Database Service
; Use Fee, Per DADS Cust's EU Request/Listing
I Monthly Recurring

IDlrect Access to Directory Assistance Service (OAOAS)

I Database Service Charge, Per Month
Database Query Charge, Per Query

I Nonrecurring. DADAS Service Establishement
DACe Access Service

Per Call Attempt
Recording Cost Per Announcement
Loading Cost Per Audio Unit

,Number Services Intercept Access Service
I Per Intercept autrY

!Olreetory Transport .
Switched Common Transport

Per OA service call
Switched Common Transport

Per OA Service Call Mile
Access Tandem Swttchecl

Per DA Service call
Sw. Local Channel- OS 1 Level, Per Month

Nonrecuning
Sw. Dedicated Transport - OS 1 level. Per MVPer Mo.

Facilities Termination. Per Month
Nonrecurring

OA Interconnection per OA service Call
Installation

NRC - Per Trunk or Si nalin Connection

COMMISSION I
Decision J---°1

!
$1.6016

. 51.6249

50.0856
50.1071

$1.00
$1.111

50.3135

$0.0193
$120.76

$7,235.01
$0.0052

$1,000.00

SO.058
none
none

SO.086

$0.000175

$0.000004

SO.000783
$87.00

S866.911st/486.83 add'i
$23.00
S90.00

$100.49
SO.0009

$915.00 1st/100.00 add'i



$5.00

$3,850.00
ICa

$4,500.00
52,750.00
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BELLSOUTH - Mel m.J.QCAL INTERcO~nQN AND NETWORK ELEME.MI...f.B~

! NETWORK LOCAL INTERCONNECTlON~LEME~_~_.._..._~~~~~~:~ON=-'
Collocation
Application

Per Arrangement I Pel' Loc:ation - Nonrecuning
Space Preparation Fee ., No "lmcurring
Space Construction Fee· Nc,n1recurring
lcable Installation - Per Entmnc:e Cable

Floor Space Zone A. Pet SQuare Foot, Per Mor.th

Floor Space Zone 8, Pel' Squilre Foot, Per Month
Power Per AMP, Per Month
Cable Support Structure, Per Entrance Cable

POT Bay (Optional Point of Termination Bay)
I Per '2-Wrre Cross - Connect, Per Month
I
, Per 4-W1re Cross - Co:"nect. Per Month

Per DS1 Cross - Connect. Per Month
Per DS3 Cross - Connect, Per Month

I
Cross-Connects

2·Wlre Analog, Per Month
4·Wire Analog, Per Month
Nonrecurring 2-wire and 4-wire
OS1, Per Month

Nonrecurring
i OS3, Per Month
\ Nonrecurring

ISecurity Escort
I Basic· 1st hcUt hour
i Overtime·' st half hour

Premium. 1st half hour

Basic - additional
Overtime - additional
Premium - additional

$5.00
$5.00

$13.35

SO.06
$0.15

$1.20
58.00

$0.31
$0.62

$16.00
$0.79

$155 1st/27.00 adefl
$9.98

$155 1stl27.00 add'i

$41.00
$48.00
$55.00

525.00
$30.00
$35.00
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AVOIDED COST ANALYSIS
KENIUCKY
BELLSOUTH

CALCULATION BASED ON FCC'S
REPORT & ORDER RELEASED ON AUGUST 8,1996

COL. 1 COL. 2 COL. 3 KY PSC
AMOUNT AVOIDED AMOUNT

ACCOUNTS DIRECT AVOIDED 1995 REG. AMOUNT AVOIDED
(000) (000) (OOO)

AlC 6611 PRODUCT MGT. 7,081 1,622 1,622
AlC 6612 SALES 12,604 11,038 11,038
AlC 6613 PRODUCT ADV. 4,499 4,245 4,245
AlC 6621 CALL COMPLETION 3,318 -0- -2,489
Ale 6622 NUMBER SERVICES 8,553 -0- -6,415
Ale 6623 CUSTOMER SERVo 40,635 26.968 26,968
TOTAL DIRECT AVOIDED 76.690 43,873 52,777

ALLoe.
ACCOUNTS INDIRECTLY AVOIDED AMOUNT

OVERHEAD ACCOUNTS

AlC 6711 EXECUTIVE 2.092 175
AlC 6712 PLANNING 855 71
AlC 6721 ACCOUNTING &FIN, 5,883 491
Ale 6722 EXTERNAl RELATIONS 6,594 550
AlC 6723 HUMAN RESOURCES 7,274 607
Ale 6724 INFORMATION MGT. 28,278 2,359
AlC 6725 LEGAL 2.335 195
Ale 6726 PROCUREMENT 1,915 160
AlC 6727 RESEARCH & DEV. 1,583 132
Ale 6728 OTHER GEN. & ADM. 36,471 3.042
AlC 5301 UNCOLLECTIBLES 5.545 463
TOTAL OVERH~ ACCOUNTS 98,825 8,244 9,922

GENERAL SUPPORT ACCOUNTS

AlC 6121 LAND & BUILDING 15.316 1,278
AlC 6122 FURN. & ARTWORKS 414 35
AlC 6123 OFFICE eOPT. 1.203 100
AlC 6124 GEN. PURPOSE COMPo 15,953 1.331
TOTAL GENERAL SUPPORT 32.886 2,743 3,30Z
TOTAL O'HEAD & GEN. SUPPT. 131.711 10,988 13,224

TOTAL DIRECT AVOIDED 43,873 52,777
TOTAL EXPENSES 525,926 525.926
ALLOCATION FACTOR .0834 .1004

TOTAL AVOIDED COSTS 54.861 66.001
REVENUES SUBJECT TO DISCOUNT 437,947 437,947
WHOLESALE DISCOUNT 12.5% 15.1%

*r.nl? A,..+ R~?1 R. 6,,..+ ~~..,.., V "7C
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COMPUTATION OF RESIDENTIAU
BUSINESS WHOLESALE RATES

• i" j/ iJ l J

Bel/South Sponsored Study

Amoynt ~

Residential Revenue
Business Revenue

Residential Expenses
Business Expenses

$236,617,412
174.662,359
411,299,n1

$23,017,341
15,734.166
38l51.507

57.53
42.47

59.40
40.60

rJ KY PSC Calculation of Separate Discount Rate
Based on Recommended Discount Rate (oOO's)

Revenues 437.947 x 57.53 = 251,951 RES
x 42.47 = 185,996 BUS

437,947

Expenses 66.001 x 59.40 = 39,205 RES
x 40,60 = 26,796 BUS

66,001

Residential Discount 39,205 = 15,56%
.., 251.951

Business Discount 26,796 = 14.41%
185,996



STATE OF NORTH CAROLINA
unLmes COMMISSION

RALEIGH

DOCKET NO. P-141 , SUB 29

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION

In the Matter of
Petition of Mel Telecommunications Corporation
For Arbitration of Interconnedion with BellSouth
Telecommunications, Inc.

)
)
)
)

ORDER RULING ON
OBJECTIONS, COMMENTS.
UNRESOLVEDISSUES, AND
COMPOSrrEAGREEMENT

BY THE COMMISSION: On December 23, 1998, the Commission entered a
Recommended Arbitration Order (RAO) in this docket setting forth certain findings of fact,
conclusions, and decisions with respect to the arbitration proceeding initiated by Mel
Teleammunications, Inc. (Mel) against BellSouth Telecommunications, Inc. (BeIlSouth).
The RAO required Mel and BeUSouth to jointly prepare and file a Composite Agreement
in conformity with the conclusions of said Order within 45 days. The RAO further provided
that the parties to the arbitration proceeding could, within 30 days, file objections to said
Order and that any ether interested person not a party 10 this proceeding could, within 30
days, file comments conceming said Order.

On January 22. 1997, MCI filed certain objedions to the RAO. BellSouth flied its
objections to the RAO on January 23. 1997. Comments regarding the MCl/BellSouth RAO
were filed on January 22, 1997, by the Attorney General, Sprint Communications Company
L.P. (Sprint). Carolina Telephone and Telegraph Company (Carolina), and Central
Telephone Company (Central). The Carolina utility Customers Association. Inc. (CUCA)
filed comments on January 23,1997. On February 7, 1997, Mel and BetlSouth filed their
Composite Agreement and a Joint List of Unresolved Issues for consideration by the
Commission.

WHEREUPON, after carefully conSidering the objections, comments, and joint list
of unresolved issues, the Commission concludes that the RAO should be affirmed.
clarified, or amended as set forth below and that the Composite Agreement should be
approved, subjed to the modifications set forth below.

c00d c9"'·ON
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ISSUES RELATED TO COMMENTs/OBJECTIONS

~: What .ervices provided by BeliSouth should be excluded from
.....I.?

INITIAL COMMISSION DEClSlON

The Commission concluded that BellSouth Is obligated to offer at resale at
wholesale rates any telecommunications services it provides at retail to subscribers who
are not telecommunications carners, with certain exceptions, notably those related to
cross-class resale. grandfathered or obsolete services. N11, and promotions of under 90
days. With respect to contrad service arrangements (CSAs), the Commission found these
to be retail services subject to resale.

COMMENTSIOBJECTIONS

BELl-SOUTH: BellSouth objected to the application of wholesale discounts to
CSAs t although BellSouth did not object to the flnding that CSAs are retail services subject
to resale. The gist Of BellSouth's argument was that a requirement to resell CSAs at a
wholesale discount would put BellScuth under a permanent competitive handicap whereby
it would never beat the competitors price. BeIlSouth cited Georgia and Kentucky
decisions mandating resale but without the discount and a Louisiana decision concluding
that existing CSAs will not be subjed to resale while future CSAs will be subjed to resale
at no discount.

DISCUSSION

The Commission decision cited Paragraph 948 of the Federal Communications
Commission's (FCe4s) First Report and Order in CC Docket Nos. 96-98 and 95-185 issued
on August 8,1996 (the Interconnedion Order), which construed Section~51(c)(4) of the
Telecommunications Ad of 1996 (TA96 or the Act) as hav,ng created no excepUons for
promotional or discounted offerings, -including centract and other customer-specific
offerings,- The FCC reasoned that a "contrary result would permit incumbent LEes to
avoid the statutory resa'e obligation by shifting customers to nonstandard offerings,
thereby ev;scerating the resale provisions of the 1996 Act."

The fundamental conflict is that BellSouth contends that it would be pennanently
disadvantaged if it has to offer CSAs for resale at adiscount while the FCC has expressed
concem that, to do otherwise, would permit shifting of customers to nonstandard offerings,
thus undercutting the intent of TA96. It would also put competitors at an extreme
disadvantage.

2
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This conflict has the appearance of a true conundrum. On the one hand, It is a
colorable argument that, if BellSouth is compEllied to offer all CSAs with the discount, it
might be perrn8nently -locked out" from offering CSAs directly to end users. On the other
hand. it is also colorable that, if BeliSouth does not have to offer the discount, the
competitor might be permanently lliocked our from resale of CSAs because there will be
no discount margin on which it can compete. Thus, in terms of pure price relative to the
CSAs. there appear to be two equally distasteful alternatives.

To resolve this impasse, the Commission believes that it is reasonable to require
that CSAs entered into before April 15, 1997, should be subject to resale, but not at B

discount. while CSAs entered into after that date will be subject to resale with the discount.
The Commission believes it is unreasonable to require the ~old" CSAs to be subject to the
discount because they were entered into before BellSouth had any notion as to a resale
requirement. and they are commonly discounted already. Applying the discount to unew
CSAs only will allow BellSouth the opportunity to adjust its pricing accordingly. At the
same time, the "old" CSAs wilt not be absolutely sheltered from competition, because the
competing local provider (CLP) can seek to compete by other means than pure price as,
for example, by bundling additional services or offenng a higher quality of service. Of
course, the resale of CSAs is limited to the specific end user for whom the CSA was
constructed and may not be sold to the public-at-large.

CONCLUSIONS

The Commission concludes that CSAs entered into by BetlSouth before April 15,
1997. shall be subject to resale at no discount, while BellSouth CSAs entered into after
that date shall be subject to resale with the discount.

Issue NO.2: What are the appropriate standards, If any, for performance metrlcs.
service restoration, and quality assurance related to seNices provided by BellSouth
and for network elements provided to CLPs by BeliSouth?

INmAL COMMISSION DECISION

The Commission declined to enact specifiC performance standards and instNeted
the parties to negotiate mutually agreeable terms.

COMMeNTS/OBJECTIONS

Mel: Mel objected to the Commission decision and emphasized that BellSouth
must provide nondiscriminatory service, and stated that in the absence of specific
performance standards, BeliSouth would have no incentive to provide equal quality of
service and could create competitive barriers in the marketplace by providing inferior
service to Mel.

3
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SPRINT: Sprint also objected and emphasiZed that specific performance standards
are necessary for parity. Sprint urged the Commission to require BellSouth to indemnify
the CLP for any forfeitures or civil penalties by a BetlSouth failure to meet service Quality
stand.ret•.

DISCUSSION

The Commission view was that it was neither appropriate nor practical for it to enact
specific performance standards. The Commission viewed the parties as possessing
superior expertise in this area.

The Commission continues to believe that it would be a mistake to impose
performance standards on the incumbent local eXchange company (incumbent LEe or
ILEC) at this time for the reasons stated in the RAO and that this conStitutes a resolution
of the issue within the meaning of TA96.

The Commission notes that the ILEes are expected to provide service to
competitors that is at least equal to the service it provides itself.

CONCLUSIONS

The Commission affirms its original decision on this issue.

ISSUE NO.3: Should BeliSouth be required to provide ....I·tlme and Interactive
access via electronic interfaces for unbundled network elements .1 requested by
Mel to perform the following:

• Pre-ordering.
• Ordering.
• Provilionlng.
• M.lntenance/repair, and
• BIlling?

INITIAL COMMISSION DECISION

The Commission concluded tha1 BellSouth must diligently pursue the development
of real-time and interactive access via eledronic interfaces for unbundled network
elements 8S requested by Mel to perform pre-ordeting, ordering, provisioning,
maintenance/repair, and billing functions. Additionally, the Commission found that the
electronic interfaces should be promptly developed and provided based upon unifonn,
industry-wide standards.

seed ;::'3L . ON



COMMENTSIOBJECnONS

Mel: Mel objected to the Commission's failure to set a date certain by which
BellSouth is required to provide such interfaces. Mel remarked that the term upromptlyG
as used in the AAO is a nebulous term. Mel stated that a reasonable date is April 1, 1997
Further, Mel stated that if BeIlSouth does not meet that deadline, then BellSouth should
be required to specify the impediments it faces; outline its plans for developing the
required electronic bonding; identify the date by vmich deployment of such systems will be
possible; and detail the interim systems it plans to implement in the absence of electronic
bonding.

CUCA: CUCA urged the Commission to establish a relatively near-term date by
which BellSouth must provide MCI with real-time, interactive interlaces to the unbundled
network elements necessary for the proper performance of pra-ordering, ordering,
provisioning, maintenancelrepsir, and billing fundions. CUCA stated that the Commission
should adopt the initial proposal advan~ by the Attorney General- i.e., the Commission
should require that a firm plan to implement automated interfacing with commitments to
deadlines which are mutually satisfactory must be in place by March 31,1997, with the
interfaces developed and in place promptly thereafter and that if the arbitrating parties are
unable to reach agreement, the Commission should order compliance at that time.

DISCUSSION

The Commiesion understood that the FCC Interconnection Order stated that
nonciisaiminatory access to the operations support systems functions should be provided
no later than January 1, 1997.

The Commission view was that the requested electronic interfaces will indeed have
to be provided and that they preferably should be uniform, industry-developed interfaces.
Rather than establishing a specific date other than the FCC's provision, the Commission
recognized that the electronic interfaces would likely not be developed by January 1. 1997,
and simply found that the interlaces should be provided promptly through the development
of uniform, industry-wide standards.

CONCLUSIONS

The Commission hereby affirms its original decision on this issue. but wit! require
the parties to file a report not later than July 31, 1997 I setting forth the status of their
progress toward the accomplishment of electronic bonding through the development of
uniform, industry-wide standards.

5
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continues to believe it would be unreasonable to require customized routing until a long.
term, industry-wide solution is developed.

CONCLUSIONS

Based upon the foregoing and the entire evidence of record, the Commission
concludes that Its original decision on this issue should be affirmed.

ISSUE NO.5: Must BeliSouth brand .ervlces sold or Information provided to
customers on behalf of Mel?

INITIAL COMMISSION DECISION

The Commission concluded that BellSouth should not be required to unbrand
services provided to itS customers but should be required to rebrand resold OS/OA when
customized routing is available. The Commission further conduded that Bel1South should
not be required to unbrand or rebrand its uniforms or vehicles and that its employees
should not be required to use branded materials prOVided by Mel but should be allowed
to use generic "leave-behindll cards.

COMMENTS/OBJECTIONS

Mel: Mel objected to the failure to require BeUSouth to brand services or
information. Citing Paragraph 971 of the Interconnection Order ("failure by an incumbent
LEe to comply with reseller branding requests presumptively constitutes unreasonable
disaimination of resale"). Me' argued that BeUSouth has not rebutted the presumption that
it lacks the capability to brand Mel's services. Mel also objected to the generic "Ieave­
behindu cards.

ATTORNEY GENERAL: The Attorney General objected to the Commission's
failure to require unbranding of OS/OA until customized routing is in place. The Attorney
General argued that permitting BellSouth to brand OS/DA as its own, even if it is providing
the service to a competing provider. has the potential to confuse the customers of another
carrier. Those customers will call directory assistance or the operator expecting to deal
with their own local service provider and instead will get a message that they have
connected with a competitor, BeliSouth.

SPRINT: Sprint argued that the CommISSion erred in deClining to require BellSouth
to unbrand services provided to customers. Sprint cited Section 251 (c)(4}(B) of the Ad.,
which prohibtts BellSouth from imposing unreasonable or discriminatory conditions or
limitations on resale; Sedion 51.513 of the FCC Rules, which provides that where
operator, call completion, or directory assistance service is part of the service or service
gacksge an ILEe Offers for resale. fenure by an ILEC to comply with resellar unbrandina



or rebranding requests shalll:Onstitute a restriction on resale; and Section 251 {c){2)(D},
which imposes on BeUSouth a duty to provide for the facilities and equipment of any
requesting telecommunications carrier, interconnection with the loeaf exchange carrier's
network on rates, terms, and conditions that are just, reasonable, and nondiscriminatory.

DISCUSSION

The Commission's reason for not requiring BellSouth to unbrand OS/DA is
explained on page 16 of the RAO: BenSouth could never brand its services, even to its
own customers, while the CLPs could brand their services when reached through unique
dialing patterns. No new argumen~have been ~resented. With regard to generic "leave­
behind" cards, the Composite Agreement between BellSouth and MCI states: "ff
technician does not have a company specific card available at the time services are
performed, the BellSouth technician shall use a generic card.1t There is no need to
address this issue further.

CONCLUSIONS

Based upon the foregoing and the entire evidence of record, the Commission
concludes that its original decision on this issue shQuld be affinned.

IDYl NO.6: Should BeIiSouth be required to allow Mel to have an appearance (e.g­
name. logo) on the Gover of Its white and yellow page dlrectort••?

INITIAL COMMISSION DECISION

The Commission concluded that neither the Ad. nor the FCC's interconnection rules
require BellSouth to include the name/logo of Melon a directory cover. Met is free to
enter into a contract for any services it needs with BellSouth Advertising & PUblishing
Corporation (BAPCO).

COMMENTS/OBJECTIONS

BELL.SOUTH: BellSouth notes that the RAO refers to BeliSouth's affiliate, BAPCO,
as "l! wholly-<)Wl'led subsidiary of BellSoutht

'. However, as indicated in BAPCO's Petition
to Intervene, BAPCO is en affiliate but not a subsidiary of BellSouth. BellSouth requests
the Commission correct the factual misstatement contained in tne RAO to properly reflect
BAPCO as the "affiliate am~/or agent of BeIlSouth".

8
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DISCUSSION

The reference to BAPCO in the Evidence and ConClusions for Finding of
Fact No. Bin the RAO should be corrected. BAPCO should be referred to as an affiliate
and/or agent of BallSouth rather than a wholly--owned subsidiary of BellSouth.

CONCLUSIONS

The Commission agrees that the RAO should be corrected to properly reflect
BAPCO as an affiliate and/or agent of Bel1South.

Issue N,g. 7: Should Mel be allowed to combine unbundled network elements In
any manner it choo••s?

INITIAL COMMISSION DECISION

The Commission concluded that BellSouth should submit additional information
describing in full detail workable criteria for identifying the combinations of unbundled
networK elements, if any, that constitute resold services for purposes of pricing, collection
of access and subscriber line charges, use and user restrictions in retail tariffs, and joint
ma~eting restrictions. The Commission also concluded that when local switching is
purchased as an unbundled network element, vertical services should be included in the
price of that element at no additional charge, but that when vertical services are obtained
through resale, the discounted resale rate should apply.

COMMENTs/OBJECTIONS

Mel: Mel argued that allowing BellSouth to submit a supplemental, unilateral filing
on the pricing of unbundled network elements without providing Mel an opportunity to
comment or rebut is discriminatory and therefore fails to meet the standards set forth in
Section 252(d) afthe Act. Mel further argued that permitting Bel/South to characterize the
combination of unbundled network elements as a pricing issue would restrict Mel's ability
to combine unbundled network elements and would contravene Section 251 (c}(3) of the
Act,

BELLSOUTH: BellSouth objected to the inclusion of vertical services in the rate
the CLPs pay for local switching. Be/tSouth argued that the various functions the
Commission has ordered it to include in the local switching fundion ere retail services
which should be offered at the retail rates less the appropriate discount. BellSoutn also
submitted information with respect to ''workable criteria" for identifying the combinations
of unbundled network elements that constitute resold services. Drawing from recent
decisions from Georgia and Louisiana, BellSouth contended that a CLP should bear the
burden of persuasively demonstrating that the combination of unbundled elements from
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BeUSouth does not constitute a resold BellSouth service. BellSouth further contended that
if the CLP purchases an unbundled loop and unbundled local switching on behalf of a
customer, the presumption should be that the ClP has effectively recombined unbundled
network elements in a manner that replicates a retail service. A ClP should bear the
burden of persuasively demonstrating tnat the combination Of requested unbundled
elements from BelISouth does not constitute 8 resold BellSouth service. It may carry this
bllden only by showing that it is not using Its own substantive capabilities or funetionalities
in combination with the unbundled elements from BenSouth to produce its own service
offering. If the CLP substitutes anything less than a substantive capability or functionality,
the status of the offering would not change. Substitution of a substantive functionality,
however, such as when a CLP supplies its own switching capability or local loop, would
change the status of the offering, and under those conditions the CLP would pay only the
price for the unbundled network elements.

SPRINT: Sprint argued that the Commission may not allOW BellSouth to treat
certain combinations of unbundled network elements as resold services and price them
at the wholesale rates, because that would violate Section 251 (c)(3) of the Act.

CUCA= CUCA contended that treating the recombination issue as a matter of
pricing rather than a limitation on the ability of CLPs to combine unbundled network
elements is a distinction totally without substance. According to CUCA, the effect of the
Commission's decision is to deprive new entrants of the cast benefits of using one of the
three entry strategies explicitly authorized by statute. By preventing B CLP from entering
the market using combined unbundled network elements when the cost is less than
operating as a reseller, the decision does interfere with its ability to combine unbundled
network elements in any way it deems appropriate. To BellSouth's argument that failing
to adopt its position will eviscerate the resale pricing provisions of the Ad, CUCA
responded that acceptance of BellSouth's position will eviscerate the unbundled network
elements network pricing provisions of the same statute.

DISCUSSION

Vertical Services

BellScuth stated that the fundamental switching capability - e.g., the ability to
provide dial tone and to switch an incoming and outgoing call - is represented by two
rates: a rate for the port. the traffic insensitive portion of the SWitch, and the local switching
charge, a per-minute charge to recognize the traffic sensitive components. In addition, the
switch has several other capabilities that can be individually activated at the request of the
CLP purchasing the capabilities. Each of these features, when activated. represents a
capability that is identical to an existing vert\csl feature that BellSouth offers on 8 retail
basis. BeIISouth argued that it should not be penalized in the price it is allowed to charge
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just because the vertical feature happens to be B capability inherent in the switeh, rather
than a feature that can be accessed by the SWitCh, such as operator services.

BellSouth further argued that the Commission has the authority to price vertical
services as It cnooses as long as mose rates are "just, reasonable, and non­
discriminatory." TA96, Sedion 251(c)(3). Pricing vertical services at their retail rates. less
the avoided costs reflected in the \WIolesale discount. will meet this statutory requirement,
while preserving support for "universally available telephone service at reasonably
affordable (tocal exchange) rat_," in acccrdance with the Commission's authority wnder
House 8111161. BeIlSouth noted the enormous contribution that vertical services provide
to the maintenance of reasonable affordable local exchange rates - over 550 million in
North Carolina revenue in 1995.

The RAO, or course. does not preclude the pricing of vertical services at their retail
rates less the wholesale discount when purchased as resale offerings. It simply requires
the inclusion Of these features, functions, and capabilities in the pries of the unbundled
switch element when ·purchased as SUch, in accordance with the Act and FCC
interpretation. The fact that this is a pricing iSSue, as SellSouth contends, does not change
the plain wording of the statute and the basis of the Commission's initial decision.

RecombinatIon of unbundled network elements

BellSouth stated that the conclusions reached by the Louisiana Public Service
Commission (PSC) on this issue can servees the framework for identifying the
combinations of unbundled e'aments that constitute resold services and contended that
the PSC's analysis closely aligns with the testimony of witnesses Varner and Scheye in
this proceeding, both of whom testified that the combination of an unbundled loop end
unbundled locsl switching would replicate BellSouth's retail local service. Bel/South
presented an Exhibit C whiCh it said depicts the unbundled elements that, if combined.
would recreate existing tariffed local exchange service offered by BellSouth: (1) unbundled
loop, including NID/proteetor, and (2) unbundled local switching.

In the RAO, the Commission found merit in BeIlSouth's position on this issue but
perceived a need for additional information before attempting to implement a plan to price
combinations of elements at wholesale rates. Bearing in mind the legal, technical, end
policy implications of our deCision, we sought workable arteria for identifying combinations
of unbundled netwo~ elements that constitute resold services. Because of the complexity
of the issue, howeverI we are now of the opinion that even the most detailed definition will
leave open questions that will likely have to be addressed on a case-by-case basis. In
reaching our final decision, we have been guided by the principle of encouraging
innovation rather than 8rt>itrage and aided by recent decisions of the Tennessee, Georgia,
and Louisiana Commissions.
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CONCLUSIONS

Based on the· foregoing, and the entire evidence of record, the Commission
conctudes that our original decision on this issue should be modified to provide that the
purchase and combination Of unbundled networK elements by MeI to produce a service
offering that is inCluded in eenSouth's retail tariffs on the date of the Interconnection
Agreement will be presumed to constitute e resold service for purposes of pricing,
collection of access and subscriber line charges, use and user restrictions in retail tariffs,
and joint marketing restrictions. This presumption may be overcome by a showing that
Mel is using its own substantive functionalities and capabilities, e.g.. 'oop, switch,
transport, or signaling links, in addition to the unbundled elements to produce the service.
Ancillary services such as operator services and vertical services are not considered
substantive functionalities or capabilities for purposes of this previSion.

The Commission further concludes that its original decision on the pricing of vertical
services should be affirmed. Thus, wt1en Mel buys the switch at the unbundled element
rate, it will receive vertical services at no additional charge, but when it bUyS combinations
of elements to produce 8 BellSouth retail service. and thus comes under the resate pricing
provisions, it must also pay the wholesale rate for vertical services, if those services are
in the retail tariff on the effective date of the Agreement. Vertical services which are not
in the retail tariff but which can be proVided by the switch will be available at no additional
charge.

ISSUE NO.8: Must BeliSouth provide Mel with acc_ to BeUSouth', unused
transmission media or dark fiber?

INITIAL COMMISSION DeCISION

The Commission decided that dark fiber is not Q telecommunications service.
Further, the Commission decided that there was insufficient evidence to conclude that dark
fiDer is a network element. Therefore, BellSouth is not required to make dark fiber
available to MCI.

COMMENTSIOBJECTIONS

Mel: Mel states that the FCC did not specifically require that incumbent lEes make
available unbundled optical fiber or "dark fiber," because it did not have a sufficient record
on which to decide this issue. Mel submits that the FCC did not, however! prohibit the
states from making the determination and points out that three other BIIIISouth states have
found dark fiber to be II network element. Mel believes there is a sufficient record before
the Commission to establish a simitar finding.
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DISCUSSION

Met opines that the record is suffiCient to support afinding and conclusion that dark
fiber is a network element within the meaning of the Act. However. Mel did nat cite
evidence where tne record reveals that dark fiber is a faCility or equipment used in the
provision of a telecommunications service. thereby meeting the definition of network
element under the plain language of the Ad..

The Act defines IInetwork elemenf' as follows:

·(29) NElWORK ELEMENT. -'The term 'network element' means a facility
or equipment used in the provision of a telecommunications service. Such
tenn also includes features. functions, and capabilities that are provided by
means of such facility or equipment, including subscriber numbers,
databases. signaling systems, and information sufficient for billing and
collection or used in the transmission, routing, or other provision of a
telecommunications service. e

~ stated in the RAO. unused transmission media or dark fiber is cable that has no
electronics connected to it and is not functioning as part Of the telephone network.
Consequently, the Commission is untonvinced that dark fiber qualifies as a network
element. Finally, as noted in the RAO, the FCC did not address and require the
unbundling of the incumbent LEes' dark fiber but did state it would continue to review and
revise its rules in this area as necessary.

CONCLUSIONS

Based upon the foregoing and the entire evidence of record I the Commission
affirms its original dec;sion on this issue.

ISSUE NO.9: Must appropriate wholesale rates for BeliSouth .ervlces subject to
resale equal BelISouth's retail rates less an direct and indirect COlts related to retail
functions?

INITIAL COMMISSION DECISION

The Commission concluded that BellSouth's total avolded costs for purposes of
calculating a wholesale discount rate in this proceeding are $151,103.000.

COMMENTs/OBJECTIONS

BELLSOUTH: BellSouth objected to the Commission's deCision to apply a 90%
avoided cost factor to Accounts 66'1 - Produd Management, 6612 - Sates, 6613 - Product
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Advertising, and 6623 • Customer Services Expenses to calculate avoided costs for these
accounts. Bel/South argued that aduai avoided costs as detennined by BellSouth upon
intemal review of its financial system should be reflected in the avoided cost analysis as
the FCC's -preferred methocf of making the avoided cost determination.

DISCUSSION

The Commission view was that the FCC Interconnection Order provided a
reasonable basic methodology upon which to base the Commission's avoideo cost
analysis with some exceptions. In the FCC Interconnection Order. the FCC provided that
the 90% avoided fador represented a reasonable estimate of avoided costs for Accounts
6611 - Product Management, 6612 • Sales, 6613 - Product Advertising, and 6623 ­
Customer Services Expenses. The Commission view was that this avoided cost factor is
reasonable, in addition. since the Company's proposed avoided costa. reflected in its
avoided cost study were derived intemallyand.therefore.notverifiable.BeIlSouth.s
avoided cost study represents BeltSouth's estimate of tts avoided costs, not actual
avoided costs.

The Commission continues to believe that it is reasonable to apply a 90% avotded
cost factor to Accounts 661 1 • Product Management, 6612 • Sales, 6613 • Product
Advertising, and 6623 - Customer Services Expenses. The CommiQion further believes
that it would be incorrect to reflect avoided costs for these accounts based on Company­
generated avoided costs which are not verifiable and not actual avoided costs. The
Company's avoided cost study simply represents BeIlSouth·s estimate of its avoided costs,
not actual avoided costs.

CONCLUSIONS

Based upon the foregoing and the entire evidence of record, the Commission
concludes that its original decision on this issue should be affirmed.

JD.UE NO. 10: What are the appropriate wholesale rates for BeIiSouth to charge
When a competitor purchases BeliSouth'. retail'.Nlces for resale?

INITIAL COMMISSION DECISION

The Commission coneluded that BellSouth's appropriate wholesale discount rates
are 21.5% for residential services and 17.6% for business services.

COMMENTs/OBJECT10NS

CUCA: CUCA objected to the Commission's decision concerning class-specific
wholesale discount rates (residential rate and business rate). CUCA stated that the
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